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PRESIDENT’S STATEMENT 


SOQUIP’S OBJECTIVES 


The objectives of Soquip result from 
its corporate character and the context 
in which it works. Soquip is a state 
oil Company operating in a territory 
that imports its petroleum energy while 
its sedimentary basins are far from 
having been systematically and_ fully 
explored. 


As a shareholding company, the first 
objective of Soquip is to make profits. 
As a state company in a _ territory 
without petroleum production, Soquip 
must also adopt the natural objectives 
of such a territory. Consequently, the 
objectives of Soquip are to promote 
and participate in industrial and com- 
mercial projects likely to increase the 
security of Quebec’s petroleum supply 
and reduce its cost, while making 
profits. 


THE WORLD PETROLEUM SCENE 


The objectives “Security of Supply” 
and “Cost” which are natural to all 
petroleum deficient areas, are particu- 
larly pertinent here, now that we are 
witnessing profound and far reaching 
changes in the world petroleum in- 
dustry on which Québec is presently 
dependent for its energy needs. 


The activities of the petroleum industry 
outside of the United States and of 
the Sino-Soviet bloc have been tra- 
ditionally controlled by integrated multi- 
national companies. The control of 
several producing subsidiaries operating 
in various petroleum exporting countries 
has ensured the majors the unintérrupted 
supply of oil to their refining and 
marketing subsidiaries located in petro- 
leum-deficient zones. 


This diversification of sources of supply 
gave the multinational firms a consid- 
erable bargaining power with each 
of the producing countries. Thus, when 
Mr. Mossadegh, the Prime Minster 
of Iran, nationalized the oil industry 
in that country in 1951, the multi- 
national companies were able to boycott 
Iranian crudes and force Iran to come 
to terms, by increasing their production 
in other exporting countries. 


In 1960 however, several producing 
country governments joined together 
to form the Organization of Petroleum 
Exporting Countries (OPEC) in order 
to present a united front to the oil 
companies. This organization has gradu- 
ally strengthened during the 1960's 
to the extent of being able to impose 
important revenue increases at the 
Teheran Conference of 1971 and a 


monetary adjustment to compensate 
the effective devaluation of the Ameri- 
can dollar at the Geneva Conference 
of January 1972. 


The year 1971 marks a turn in the 
previous equilibrium between the group 
of oil companies and that of the 
exporting countries. All the main ex- 
porting countries have enlarged the 
field of activity of their national oil 
company or have taken measures to 
create one. 


In particular, Venezuela which supplies 
62% of Québec’s petroleum needs, 
nationalized its natural gas reserves 
in March 1971 and passed a law in 
July requiring the return of petroleum 
concessions to the State at their 
expiration. In August 1971, Venezuela 
obtained service contracts from three 
companies instead of granting con- 
cessions for the exploration of a part 
of Lake Maracaibo; in December, it 
considerably increased the tax reference 
prices of it’s petroleum exports and it 
imposed stringent controls on operations 
and production rates. 


This trend of increased government 
intervention in the producing countries 
has been strongly emphasized by the 
nationalization of 51% of the French 
interests in Algeria in March 1971 
and by the nationalization of British 
Petroleum’s interests in Libya in No- 
vember 1971. 


OPEC has recommended to its members 
to negociate the acquisition of a 
20% participation in the petroleum 
activities undertaken in the member 
countries. In March 1972, Esso, Socal, 
Texaco and Mobil have acknowledged 
the principle of yielding such a _ par- 
ticipation in their Aramco subsidiary 
to the Saudi Arabian government. 
This precedent was followed in favour 
of Irak by IPC which groups BP, Shell, 
CFP, Mobil and Esso, and in favour 
of Koweit by Gulf and BP. The Secretary 
General of OPEC, Mr. Nadim Pachachi, 
willingly admits that the demand for 
20% is only the first step towards a 
majority interest by the member govern- 
ments of OPEC in the petroleum 
operations in their respective countries. 


The events of this last year have 
considerably strengthened the position 
of the producing countries relative 
to the multinational companies. The 
increases in fiscal levies imposed on 
the companies have however not 
affected their overall profits as these 
increases. have been passed on to 
the consumers. In fact, the profits of 
the seven major multinational companies 


have increased by 11.1% in 1971 over 
1970 whereas the profits of the eleven 
main companies operating mostly in 
the United States have increased by 
only 3.8%. 


The importing countries have borne 
the price increases demanded by the 
exporting countries without having 
taken part in the negociations leading 
to these increases. Japan and Europe 
have been the most affected as their 
imports represent two-thirds of world 
crude trade. 


It is possible to foresee the formation 
of three more or less distinct groups 
confronting each other in the world 
petroleum market of tomorrow: 


1) The multinational companies whose 
predominant role is presently being 
modified. Their objective is natu- 
rally that of maximizing their corpo- 
rate profits. 


2) The exporting countries whose de- 
mands are increasing and_ are 
becoming more political. Their 
objectives are to increase the fiscal 
revenues derived from the exploi- 
tation of their petroleum resources 
and to integrate this industry into 


the development plans of their 
respective countries. 
3) The importing countries whose 


economies depend vitally on petro- 
leum energy. Their objective is to 
ensure a secure and uninterrupted 
supply under the best price con- 
ditions. 


The situation of the various importing 
countries is not uniform. The home 
base countries of multinational com- 
panies have a considerable advantage 
not held by other consuming countries. 
Countries with large coal reserves are 
subjected to a lesser long-term foreign 
energy dependency than those without. 


The increasing demands of the ex- 
porting country group cannot but 
provoke a re-evaluation of the energy 
objectives of the consuming countries, 
particularly of those who are not the 
home base of one or more multinational 
oil companies and who have no 
substantial coal reserves. 


These consuming countries are put 
before the choice of entrusting the 
security of their petroleum supply to 
the multinational companies at any 
price and despite the trends shown 
by the current events or to seek to 
be represented in the negociations 
which now determine security and 
price of petroleum supply. 
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THE U.S. SITUATION 


To date, the vicissitudes of the world 
market have evoked little interest in 
the public opinion of the United States 
because the imports of that country 
have been maintained at a low level 
by a system of import quotas which 
makes it possible to exploit marginal 
producing wells. 


This policy of accelerated development 
of domestic reserves has been beneficial 
to the growth of the domestic American 
petroleum industry and up to now 
has avoided for that country, the 
political restraints that could result 
from a dependence on petroleum energy 
imported from foreign countries. 


The petroleum resources of a territory 
being limited, their accelerated exploi- 
tation only postpones the problem of 
imports. In fact, new discoveries in 
the United States are becoming rarer 
and more expensive to find and develop. 
Despite high domestic prices to en- 
courage exploration, the ratio’ of 
American reserves to the annual pro- 
duction of the country has declined 
from 13 years of supply in 1960 to 
9 years in 1970 and imports have 
increased from 18.8% to 23.5% of 
internal consumption during the same 
period. 


In 1970, the United States consumed 
38% of the free world’s petroleum 
production while their own reserves 
represented only 7.6% of world reserves. 
Even adding the reserves of Canada, 
Mexico and Venezuela, the total re- 
presents only 13% of world reserves, 
which modifies little the extent of 
the problem since this wider zone 
consumes ‘43% of the free world’s 
production. 


Middle East and Africa. These two 
regions contain 82% of world reserves 
but presently supply only 4% of the 
consumption of the United States. 
According to various American esti- 
mates, this percentage will be increased 
ten fold in the coming decade. 


It is possible that the United States will 
choose to maintain their policy of 
relative isolation with respect to the 
world petroleum market by developing 
the use of high cost indigenous hydro- 
carbons rather than accepting the 
political constraints wich would result 
from a dependence on sources of 
supply more and more closely politically 
controlled by the governments of the 
member countries of OPEC. 


There is, however, no doubt that a 
massive supply of energy based on 
hydrocarbons extracted from coal, oil 
shale and bituminous sands or by 
advanced recovery techniques from 
known depleted fields is an alternative 
which will remain extremely costly as 
long and the low cost reserves of the 
Middle East and Africa represent, as of 
now, some 60 years of their current 
production. Will the American consu- 
mers consent to pay this price ? 


It is unlikely that the consumers of the 
European countries, whose _ political 
objectives on the world scene are more 
modest and who have adapted to their 
dependence on imported energy, will 
be disposed to pay the high price of 
petroleum autonomy through synthetic 
hydrocarbons. 


THE CANADIAN SITUATION 


From this viewpoint, what can be the 
main orientations of Canada’s energy 
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policy concerning its reserves of oil and 
natural gas and imports of foreign 
crude into Eastern Canada ? 


Aside from the eventuality of several 
major discoveries in the Arctic or on 
the Continental Shelf (it is worth 
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remembering that the 10 billion barrels 
of Prudhoe Bay represent only two years 
of U.S. consumption), it appears that 
Our southern neighbour must either 
move towards the use of expensive 
synthetic hydrocarbons and high cost 
tertiary recovery techniques or accept 
a large increase in its imports. 


In this latter event American imports 
will grow from one quarter of its internal 
needs now to more than a half in 10 
years. 


Canada, the Arctic and Venezuela will 
no doubt supply an important part of 
these imports but the size of the needs 
of the United States is such that the 
major supply will have to come from the 


It is obvious that several major discov- 
eries in the Artic or in Eastern Canada 
could allow this country to avoid on the 
long term, the choice between foreign 
supply with reduced security and high- 
cost supply based on_ synthetics, if 
priority to Canadian needs is applied to 
such discoveries. 


This conclusion is particularly applicable 
to Québec where an intensification of 
exploration is clearly indicated by the 
increasing demands of exporting coun- 
tries and the lack of a home based 
multinational firm or of significant coal 
reserves. Québec’s 50 million acres of 
sedimentary lands are still virgin, its 
potential is not yet known but it is 
nonetheless promising. 


SOQUIP’S EXPLORATION EFFORT 


Soquip has this year participated, within 
its means, to this necessary exploration 
effort by undertaking 54 party-weeks 
of geological and geochemical work in 
the field, 50 miles of land seismic surveys 
and 1,500 miles of marine seismic 
surveys. 


Moreover, your company has drilled its 
first exploratory well on the south side 
of Lake St. Peter and its associate Pan 
Canadian Petroleum Ltd has also drilled 
its first well in Québec on the Island of 
Orleans. These wildcat wells have found 
gas only in non-commercial quantities 
but have nonetheless furnished valuable 
information as to the understanding of 
the subsurface of these regions. 


Soquip’s geological and geochemical 
work in the Gaspé Peninsula has per- 
mitted the integration of many existing 
studies into a coherent compilation of 
the geology of this region from the 
viewpoint of petroleum exploration. 


In the Gulf of St. Lawrence, Soquip’s 
association with Amoco on 5 million 
acres eases the restraint on exploration 
which resulted from the granting of 
permits on the same areas to different 
companies by the two levels of govern- 
ment. Soquip’s exploration effort in the 
Gulf is directed also to 3.3 million acres 
around the Magdalen Islands where 
Soquip has replaced Hydro-Québec in 
a 50-50 joint venture with Sarep, a 
subsidiary of Texaco Exploration Ltd. 


As of March 31, 1972, your company’s 
oil and gas licences totaled 38,608,390 
gross acres (Soquip and associates) of 
which 33,552,594 net acres are Soquip’s 
alone. This represents with respect to 
last year, an increase of 3,991,750 
gross acres and a decrease of 475,486 
net acres. 


This trend of development in your com- 
pany’s holdings arises from its policy of 
distributing exploration risks over as 
large a territory as possible while main- 
taining a maximum exploration effort 
overall, even if it results in a reduction of 
net acreage. This reduction of Soquip’s 
net land holdings is inevitable consider- 
ing the limitations of its present financial 
resources which require it to yield 
interests to associates willing to share 
the cost of intensive exploration. 


In part owing to efforts by Soquip, the 
pace of petroleum exploration in Québec 
is sharply increasing ; a total expenditure 
of 6 million dollars in 1971 and 5 million 
in 1970, as against only 2 million in 1969 
and 4.5 million in the five preceeding 
years. 


MILLIONS OF DOLLARS 


OIL AND GAS EXPLORATION INVESTMENTS IN QUEBEC 


THE EXTENSION OF SOQUIP’S 
ROLE IN THE FUTURE 


The exploration of Québec’s sedimen- 
tary basins must continue to be a 
priority but your company cannot wit- 
ness without concern the present up- 
heavals of the previous structure of the 
world petroleum industry along trends 
leading to increases in the cost of petro- 
leum energy and to areduced security of 
supply. 


Not withstanding the definite interest 
now developing for exploration of 
Québec’s basins and the potential of 
foreseen discoveries, it would be highly 
risky to count only on an increased local 
exploration effort to assure the future 
supply of our petroleum needs which 
are considerable and have a_ high 
growth rate. The best projections foresee 
a domestic consumption of 700,000 
barrels per day in 1980 as against 
450,000 barrels in 1970. In view of the 
magnitude of this growing demand, it is 
reasonable to assume that Québec will 
remain an import zone in spite of proba- 
ble discoveries. 


The governments of most of the petro- 
leum deficient countries who are faced 
with the same supply problem as Québec 
have coped with it by following two 
courses of corrective action. The first 
regulates the sectors concerned and 
offers incentives likely to adjust the 
local refinery product .mix to the local 
product demand, to accelerate the 
establishment of security stock supplies 
and to encourage the development of 
tanker fleets, etc... The second pro- 
motes the significant participation of 
local private and public interest in the 
Operations of exploration, production, 
supply, refining and marketing. The 
creation of Soquip follows this world- 
wide trend. 


This trend, already well established, is 
spreading and examples are numerous. 
State or mixed companies in consuming 
countries of liberal-economics orienta- 
tion, co-exist harmoniously with private 
enterprises while pursuing the objectives 
of their respective countries. If only to 
cite the best-known, let us note: BP in 
the United Kingdom, Norsk Hydro in 
Norway, Neste Oy in Finland, Deminex 
in Germany, ERAP and CFP in France, 
OMV in Austria, ENI in Italy, Hispanoil 
in Spain, Petrobras in Brazil, Sasol in 
South Africa, the Oil and Natural Gas 
Commission in India, Japex and the 
Japan Petroleum Development Corpo- 
ration in Japan and Panarctic Oils Ltd in 
Canada. 


Particularly in this last year, it has been 
stimulating to observe in Québec the 
development of an awareness in in- 
formed circles and even in broader 
public opinion, as to the necessity of an 
energy policy consistent with the evolu- 
tion of the world petroleum industry, 
which provides 74% of the energy needs 
of Québec. 


An increased usefulness of Soquip to its 
ultimate shareholders, the tax-paying 
consumers of Québec, depends on this 
growing awareness and on Soquip’s 
ability to grow and develop its activities 
in all phases of the oil industry at home 
as well as abroad, this industry being 
essentially international. 


Investment planning in the oil industry 
must necessarily be a longterm proposal 
because of the complex nature and 
magnitude of the operations involved. 
Now is the time that decisions must be 
taken which will bear their full effect 
in a decade. 


It goes without saying that your com- 
pany Soquip has hardly passed the 
embryonic stage and that the efficient 
pursuit of its inherent objectives, con- 
sidering its makeup and the context in 
which it works, will require considerable 
investment and vitality. 


The pursuit of these objectives will also 
require the participation of all those, 
individuals and companies, who feel 
concerned by the pressing energy sup- 
ply problems of North America and of 
Québec in particular. 
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President and 
Chairman of the Board, 
Bernard Cloutier. 


March 31st, 1972 


ORGANIZATION OF THE EXPLORATION DEPARTMENT 


Once petroleum rights have been ac- 
quired in a given area, geological and 
geophysical techniques are used to 
define structures and reservoirs to be 
tested by the drilling of wildcat wells. 


Our Exploration Department, headed by 
Mr. Jacques Plante comprises a Land 
Division, a Geology Division, a Geo- 
physics Division and an Operations 
Division. 
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As a given exploration project advances 
through these four phases, each division 
becomes responsible for it in turn 
during the phase corresponding to its 
specialty and the other divisions con- 
tribute their assistance to the responsible 
division. The department manager as- 
signs projects to the four divisions and 
co-ordinates their effort. 


1) LAND DIVISION 


The Land Division is the keeper of the 
Company’s Oil and Gas holdings. The 
Land Manager, Mr. Daniel Danis, ac- 
quires and disposes of land according 
to the degree of geological interest they 
offer and to the financial exploration 
capacity of the Company at different 
times. He is also responsible for seeing 
that the various rental and work com- 
mittment obligations which Soquip has 
entered into are carried out in order to 
maintain our holdings in good standing. 


Exploration licences can be obtained 
from the governmental authorities by 
request on open land or by bidding on 
lands put up for auction. The Land Divi- 
sion can also acquire petroleum rights 
through farm-in negociations with com- 
panies holding exploration licences 
either by offering them to carry out a 
given amount of exploration work or by 
offering a cash settlement. 


The Land Division can also be called 
upon to farmout lands and in so doing 
have further exploration work carried 
out by other companies on partly ex- 
plored lands in exchange for a participa- 
ting interest or a royalty. 


The Land Manager is responsible in a 
line position for all projects in which the 
major activity is neither geological, 
geophysical nor drilling. At such times, 
the other divisions contribute to such 
projects under his supervision. This can 
be the case in the early stages of a pro- 
ject when rights are being acquired, or 
during the life of a project when it is 
temporarily dormant or is being farmed- 
out. 


The Land Manager and his landmen 
also hold a staff position with respect to 
the other exploration divisions for their 
contributions to projects assigned to 
one of these. They are also responsible 
for maintaining good relations with 
surface and mineral right owners as well 
as with the various government agencies 
related to oil and gas exploration and 
pollution control. 


2) GEOLOGY DIVISION 


The head of the Geology Division, Dr. 
James P. Hea, is responsible for those 
exploration projects which are in the 
phase where the major part of the work 
performed is of a geological nature; he 
directs the efforts of the other divisions 
contributing to projects in this phase. 


At other times, the Geology Division 
cooperates with the Land Division in re- 
commending acreage acquisition, with 
the Geophysics Division in interpreting 
seismic and other surveys, and with the 
Operations Division during the drilling 
of wildcat and development wells. 


Geologists of the division are responsi- 
ble both for geographic areas, such as 
the St. Lawrence Lowlands, the Gaspé 
Peninsula, and the Gulf of St. Lawrence, 
and for technical functions, such as 
surface and subsurface geology, and 
specialized subjects such as geochemis- 
try, paleontology, petrophysics, etc... 


Subsurface studies are especially im- 
portant in the Geology Division. These 
studies include the analysis of the basins 
of the Province of Québec and other 
sedimentary basins, the stratigraphic and 
structural evaluation of Soquip’s and 
other acreage, and prospect recom- 
mendations for drilling. This work in- 
cludes log and reservoir evaluations and 
the geological interpretation of geo- 
physical data, such as gravity, aeromag- 
netic and seismic surveys. 


3) GEOPHYSICS DIVISION 


The Geophysics Division is responsible 
for our projects which consist mostly of 
geophysical exploration, such as seis- 
mic, gravity and aeromagnetic surveys. 


The head of the Geophysics Division, 
Mr. Claude Anger, plans these surveys 
and determines in detail the technical 
parameters to be applied during acquisi- 
tion and processing of the data. 


Field operations being carried out by 
contractors, the geophysics division 
calls for bids, selects the best offers and 
closely supervises the acquisition and 
processing of the data which is then 
interpreted with the assistance of the 
Geology Division. 


The Geophysics Division and the Geolo- 
gy Division also work closely together 
to draft and support drilling recommen- 
dations and recommendations to ac- 
quire or abandon lands. 


4) OPERATIONS DIVISION 


Once a drilling recommendation has 
been approved for a given project, the 
Operations Division takes over and 
directs the effort of the other three 
divisions in that project. 


The Operations Divisions call for bids 
from drilling contractors, selects the best 
offers, and is responsible for the super- 
vision of the operations. 


Several contractors are involved, each 
one providing one or more of the follow- 
ing specialized services; drilling the well 
with their own rig and crew, supplying 
the right mud for the drilling operation, 
providing and operating a mud and 
sample laboratory on site, carrying out 
various logs on the well, etc... 


REPORT OF ACTIVITIES 


We can state that sedimentary basins of 
Québec are for all practical purposes 
still virgin despite a long, spotty history 
of exploration. In effect, the systematic 
exploration of the sedimentary section 
of these basins had to wait for the 
development of an adequate technology 
in seismic exploration and deep drilling. 


The recent technical advances in im- 
proved data acquisition and computer 
processing of multi-fold common depth 
point seismic now permit the geophysi- 
cal mapping of deep and complex 
structures well enough to justify the 
large investment required by deep 
wildcat wells. Further, the development 
of offshore drilling technology makes 
drilling possible under climatic condi- 
tions and at water depths which could 
not have been envisaged a few years ago. 


In order to complete the brief geological 
summary of the six principal sedimenta- 
ry basins of Québec, which was presen- 
sented in our previous report, we have 
traced the broad lines of all petroleum 
exploration undertaken to date in each 
of these basins. 


Our prime objective being presently to 
study the petroleum potential of the 
whole of Québec before exploring else- 
where, we have chosen to spread our 
effort so as to explore each one of the 
six sedimentary basins of Québec. This 
policy also offers the advantage of in- 
suring a presence in each of the poten- 
tial zones of discovery thus spreading 
the risks and taking into account the 
random distribution of oil and gas fields. 


At the close of the current year, the 
38,608,390 gross acres of permits held 
by Soquip and its associates cover 100% 
of the Québec part of the Gulf of St. 
Lawrence basin, 92% of the Anticosti 
basin, 35% of the Gaspé Through, 41% 
of the Québec part of the Chaleurs Bay 
bassin, 41% of the Taconic Complex and 
6% of the St. Lawrence Lowlands basin. 
Soquip and its associates have carried 
out exploration work in each of these 
basins. 


Surface geology undertaken by Soquip 
consisted of field mapping, photogeolo- 
gy, section measuring and sample 
collecting, in areas where Soquip and 
its associates have exploration permits. 
Two field parties were out during the 
1971 field season; the first was com- 
posed of two geologists with assistants 
in the Gaspé Peninsula (45 party- 
weeks) and the second party was com- 
posed of one geologist with an assistant 
in the St. Lawrence Lowlands (9 party- 
weeks). The field work resulted in the 
preparation of five geological reports. 


As a result of this work, additional per- 
mits were taken by Soquip and new 
agreements were made with other oil 
companies, particularly in the Gaspé 
Peninsula. 


A regional program of geochemical 
analysis was undertaken in 1971-1972 
to evaluate the petroleum potential of 
the sedimentary basins of the Province 
of Québec. Other laboratory studies 
include petrographic and paleontologi- 
cal work on field and well samples. 


Over 1,500 miles of land and offshore 
seismic lines located in the St. Lawrence 
Lowlands, St. Lawrence River, Gaspé 
Peninsula, and Gulf of St. Lawrence 
were planned, contracted out, super- 
vised and interpreted in the 1971-1972. 
Outside specialists in various phases of 
geophysics were used to assist in the 
planning and interpretation of this work. 


This exploration work led to the drilling 
by Soquip of the well ‘“Soquip Ladubo- 
ro Baieville No. 1°° near Three Rivers 
and to the drilling by PanCanadian 
Petroleum Ltd of the well “CPOG 
Soquip Sisque lle d'Orléans No. 1”, 
near Québec City. 


Our two first wells did not encounter 
production but it must be remembered 
that several wells are required to acquire 
knowledge of a given area’s subsurface 
and that every new well in Québec’s 
basins is a step in that direction. 


1) GULF OF 
ST. LAWRENCE BASIN 


Total area in Québec: 
8,929,800 acres 


Area under license: 
8,929,800 acres 


Land holdings of Soquip (gross): 
8,929,800 acres 


Land holdings of Soquip (net): 
4,739,812 acres 


1.1) PAST EXPLORATION 
HISTORY 


The Gulf of St. Lawrence basin covers 
some 48,000 square miles of which 
approximately 14,000 square miles are 
in the territorial waters of the Province 
of Québec. Oil seeps are known from 
the Maritime Provinces on the southern 
margins of the basin and in Newfound- 
land. Also, there is oil and gas produc- 
tion from the Stony Creek field in New- 
Brunswick. 


Only one well in the Province of Québec 
was drilled in the Carboniferous section 
of the basin. This well drilled in 1970 
and named “’Sarep-Hydro-Québec Brion 
Island No. 1° which encountered 
Mississippian salt but did not penetrate 
the basal Carboniferous reservoirs. The 
total depth of the well was 10,519 feet. 
Two wells have been drilled offshore in 
the Gulf of St Lawrence in the Maritime 
Provinces to depths of 10,000 feet and 
deeper. There have been many other 
wells on land in the Maritime Provinces 
but these wells are not considered to 
evaluate the Carboniferous section in 
the offshore of the Province of Québec. 


Extensive marine seismic surveys have 
been undertaken in the Gulf of St. 
Lawrence in recent years. One such 
program was carried out by Soquip 
during 1971. 


Despite regional geological work, seis- 
mic surveys, and one well drilled, the 
Gulf of St. Lawrence is essentially un- 
explored and further drilling is required 
to establish oil and gas production. 


1.2) LAND HOLDINGS 


On December 12, 1963, on May 27, 
1964, and on June 22, 1965 respectively 
the licence No. 195 covering 1,520,000 
acres, licence No. 198 covering 
4,014,000 acres and licence No. 209 
covering 30,848,000 acres, all located 
in the Gulf of St. Lawrence were granted 
to Hydro-Québec. 


On October 14, 1966, Hydro-Québec 
joined with the Société Acadienne de 
Recherche Pétroliére (Sarep), a sub- 
sidiary of ‘Texaco Exploration Company” 
in an agreement to explore the 3,300,000 
acres covering a part of licences Nos. 
198 and 209 in the vicinity of the 
Magdalen Islands. 


On June 17, 1970, all the Hydro- Québec 
licences were transferred to Soquip with 
the exception of the 3,300,000 acres 
held by Hydro-Québec in association 
with Sarep. These remaining 3,300,000 
acres were transferred to Soquip on 
February 1, 1972 when Soquip and 


Sarep concluded a partnership agree- 
ment replacing the one contracted 
between Hydro-Québec and Sarep. 


These 36,382,000 acres of marine 
licences obtained by Soquip are dis- 
tributed between five geological regions 
as follows: 


— 23,937,300 acres 
Basin; 


— 2,515,000 acres in the Taconic Com- 
plex; 


— 227,900 acres in the Gaspé Through; 
— 772,000 acres in Chaleurs Bay; and, 


—8,929,000 acres in the Gulf of St. 
Lawrence Basin 


in the Anticosti 


The land holdings of Soquip in the 
Québec part of the Gulf of St. Lawrence 
basin consist of : 


— 549,823 acres held 100% by Soquip; 


— 3,300,000 acres around the Magdalen 
Islands shared 50-50 between Soquip 
and Sarep; and, 


— 5,079,977 acres between the Magda- 
len Islands and the Gaspé Peninsula 
which are involved in a 50-50 
agreement signed March 19, 1971 
between Soquip and Amoco Canada 
Limited who holds the Federal permits 
on this area. 


1.3) EXPLORATION WORK 
IN 1971-1972 


Soquip carried out 1,276.3 miles of 
marine seismic surveys in the Gulf of St. 
Lawrence on two licences held in joint 
venture with Amoco Canada Petroleum 
Co. Ltd. The location of the seismic lines 
was on a grid which fills in the previous 
seismic grid of 973.8 miles obtained 
from Amoco through our agreement. 
The integration of Soquip’s new data 
and Amoco’s data permits a good 
seismic interpretation of this part of the 
Gulf of St. Lawrence. This interpretation 
as well as the reprocessing of certain 
seismic lines are in progress. 


In a first phase of geological work 
around the Gulf of St. Lawrence, So- 
quip undertook in 1971 a geological 
study of the whole of the eastern Gaspé 
Peninsula consisting of more than 32 
party-weeks of field work. This study 
will be followed in 1972 by surface 
work in the Maritime Provinces so as to 
integrate all the geological information 
of the Gulf in prevision of wildcat wells 
on the structures located by the seismic 
surveys. 


2) ANTICOSTI BASIN 
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Total area in Québec: 
25,994,580 acres 


Area under license: 
25,655,980 acres 


Land Holdings of Soquip (gross) : 
23,937,300 acres 


Land holdings of Soquip (net): 
23,937,300 acres 


2.1) PAST EXPLORATION 
HISTORY 


Oil seeps on Anticosti Island attracted 
interest and seismic and geological sur- 
veys were conducted. Beginning in1962, 
seven wells have been drilled of which 
five reached Precambrian basement. 
The depth to basement is some 4,000 
— 6,000 feet in the north of the island 
and over 10,000 feet on the south shore. 


Porous reservoir zones with shows of oil 
and gas were encountered in many of 
these wells. The principal porous zones 
are the Mingan Formation of the Chazy 
Group and the Romaine Formation of 
the Beekmantown Group. Petroleum 
traps are considered to be controlled by 
faults generally oriented northwest to 
southeast. The overall dips of the Ordo- 
vician and Silurian sediments of the 
basin are low and to the south. Seismic 
data in the basin is usually excellent but 
some problems exist with multiples in 
the marine seismic surveys where the 
water is deep. 


The drilling density of the island is low, 
being overall but one well per 535 
square miles. The drilling was done on 
the western part of the island, giving an 
average of one well for each 265 square 
miles, this leaving no drilling in the 
1,600 square miles of the eastern half of 
the island. No offshore drilling has yet 
been done in the Anticosti Basin. 


2.2) LAND HOLDINGS 


The Anticosti basin, which has an area 
area of 25,994,580 acres is covered by 
the licences Nos. 195 and 209 which 


were transferred to Soquip on June 17, 
1970, as described previously, and by 
a number of licences on Anticosti Island 
held by other companies. The holdings of 
Soquip in this zone are entirely offshore 
and consist of 23,937,300 net acres. 


2.3) EXPLORATION WORK 
IN 1971-1972 


Following the marine seismic program 
by Soquip in 1970-1971 of 216 miles 
in the Anticosti basin, more than one 
hundred miles of these seismic lines 
were selected for special reprocessing 
in 1971-1972 to eliminate multiple 
reflections which mask the primary re- 
flections of certain lines obtained in 
deep water. This reprocessing has en- 
hanced the data and permits an inter- 
pretation of the basin structure as well 
as a better tie to the seismic surveys of 
the Gulf of St. Lawrence and the Gaspé 
Peninsula. The solution of this problem 
has required a research program, finan- 
ced by Soquip, in special techniques 
of seismic processing. 


3) GASPE TROUGH 


Total area in Québec: 
3,355,765 acres 


Area under license: 
2,899,915 acres 


Land holdings of Soquip (gross): 
1,168,300 acres 


Land holdings of Soquip (net): 
712,985 acres 


3.1) PAST EXPLORATION 
HISTORY 


Exploration began in 1860 to 1865 in 
the Gaspé Peninsula when three shallow 
wells were drilled close to oil seeps. Be- 
tween 1889 and 1903, 55 wells were 
drilled and between 1903 and 1939 two 
additional wells were drilled. Many of 
these tests were drilled without the 
benefit of detailed geology or seismic 
work and were not located on structu- 
res. A token amount of oil was produced 
from some of these wells. From 1939 
to 1970, 28 wells have been drilled, 


most of which would be considered 
favorable from surface indications. 


Of the 88 wells drilled in the Gaspé 
Peninsula, only 11 terminated in sedi- 
ments of Silurian age and perhaps only 
two of these attained the zone of reefy 
carbonates that, in widely spaced locali- 
ties have petroleum shows. Most of the 
wells are shallow and spaced close 
together in a 960 square miles area; for 
example, 19 of the wells are grouped in 
an area of two square miles, 13 others in 
1.25 square miles, and six in 0.75 square 
miles. Most wells are in the vicinity 
of the York River where the seeps are 
abundant. None of the wells in the 
Gaspé Peninsula can be said to have 
tested the entire reservoir section and 
most were evidently drilled off structure. 
There are only four other wells in the 
remaining 4,300 square miles of the 
Gaspé Trough. 


3.2) LAND HOLDINGS 


The Gaspé Trough region has an area of 
3,355,765 acres of which 2,388,765 
acres are under licence. The land hold- 
ings of Soquip in this zone comprise: 


—An offshore area of 227,900 acres 
formed by the prolongation of the 
Gaspé Trough into the Gulf of St. 
Lawrence. This area is covered by a 
part of licence No. 209 which was 
transferred by Hydro-Québec to So- 
quip on June 17, 1970. An area of 
3,500 acres in the bay of Gaspé has 
been farmed out to Laduboro Oil Ltd. 
reducing Soquip’s net holdings here 
to 224,400 acres. 


—An area of 130,400 acres south of 
Rimouski representing the southern 
part of a block containing licences 
515, 516 and from 389 to 395 in- 
clusively. The company “Terra Nova 
Explorations Ltd’ which held an in- 
terest of 50% in these licences assigned 
its interest to Soquip on January 31, 
1972 and retained a royalty. The 
northern part of this group of licences 
has an area of 196,000 acres and is 
located in the Taconic Complex. 


—An interest of 53% in a group of 
licences having an area of 594,500 
acres numbered from 448 to 453 in- 
clusively and from 508 to 513 in- 
clusively. This interest, which was 
obtained as a result of an agreement 
signed on March 20, 1972, between 
Soquip and Golden Eagle Develop- 
ment Ltd, represents 315,085 net 
acres for Soquip. 


—An interest of 50% in a group of 
licences having an area of 215,500 
acres. Nos. 265, 266, 397, 398 412, 
413 and 414 held by Laduboro Oil Ltd. 


This interest, obtained as the result of 
an agreement signed December 3, 1971 
between Soquip and Laduboro, adds 
43,100 net acres to Soquip’s holdings. 


The net land holdings of Soquip in the 
Gaspé Trough comprises 712,985 acres. 


3.3) EXPLORATION WORK 
IN 1971-1972 


Soquip completed an important surface 
geology program in the Gaspé Trough 


during the 1971 field season. This 
program of 42 party-weeks in the 
field consisted of a study of the 


Eastern Gaspé Peninsula in partnership 
with Amoco Canada Petroleum Co. Ltd, 
work in the Josué anticline region 
(licences 508-513) in partnership with 
Golden Eagle Development Ltd and on 
Soquip’s licences in the Matapédia 
Valley (licences 448-453). These studies 
complement the previoulsy published 
work and represent a synthesis of the 
petroleum potential of the Gaspé Trough 
and the adjoining Gulf of St. Lawrence. 


A geochemical study was undertaken 
in the same regions in order to evaluate 
the organic content and evolution of the 
sedimentary rocks at the surface and in 
the few wells drilled in the Gaspé 
Peninsula. 


Seismic surveys of more than 90 miles, 
of which 80 are marine seismic off- 
shore of the Gaspé Peninsula, were 
run by Soquip in 1971-1972. The land 
surveys in the east end of the Gaspé 
Peninsula and in the Matapédia Valley, 
have permitted the definition of the 
seismic parameters and the datum 
horizons of the Gaspé Trough. 


4) CHALEURS BAY 


70 65° 


Total area in Québec: 
1,900,000 acres 


Area under license: 
793,600 acres 


Land holdings of Soquip (gross): 
772,000 acres 


Land holdings of Soquip (net): 
772,000 acres 


4.1) PAST EXPLORATION 
HISTORY 


The Chaleurs Bay region has Silurian 
and Devonian sediments on land which 
extend southward under the Bay. The 
region is divided into two zones, one to 
the west where major faulting and 
volcanism occurred during the Acadian 
orogeny and the other to the east which 
is structurally less disturbed. Past ex- 
ploration in the area has been limited 
to surface geological work and marine 
seismic work in the Bay by Soquip. No 
wells have been drilled yet. 


4.2) LAND HOLDINGS 


The geologic region of Chaleurs Bay has 
a total area of 2,836,000 acres of which 
1,900,000 acres are in Québec. 


The land holdings of Soquip in this 
region consist of the Québec half of the 
Bay comprising an area of 772,000 acres 
included in licence No. 209 which was 
transferred to Soquip on June 17, 1970. 


4.3) EXPLORATION WORK 
IN 1971-1972 


A program of marine seismic recon- 
naissance of 143 miles was completed 
by Soquip in Chaleurs Bay so as to 
define the geologic structures having 
petroleum potential. Complementary sur- 
face geological work was done around 
Chaleurs Bay in the Silurian sediments. 
This geological work has indicated the 
probable presence of porous formations 
under the Bay. The interpretation of the 
seismic data is in progress. 
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5) TACON 
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Total area in Québec: 
8,644,670 acres 


Area under license: 
8,599,810 acres 


Land holdings of Soquip (gross): 
3,559,310 acres 


Land holdings of Soquip (net): 
3,241,855 acres 


5.1) PAST EXPLORATION HISTORY 


The Taconic Complex is a large geolo- 
gical region extending through the 
Province of Québec from the Eastern 
Townships to the northeastern end of 
the Gaspé Peninsula. Exploration inter- 
est in this region is very high. Important 
seismic surveys have been conducted 
by the oil companies holding licences in 
this region. Soquip has been active with 
geological and seismic work and drilling. 


The Taconic Complex is in an early 
stage of exploration with only two 
significant tests having been drilled to 
date. At this time of writing, three 
wildcat wells are drilling in the region 
and other wells are planned. Drill depths 
are deep, commonly from 10,000 to 
over 15,000 feet. Because the Taconic 
Complex is formed of thrust sheets, the 
most modern seismic methods (CPD, 
digital recording, etc...) are required 
to map the subsurface structure. This 
requirement and the depth of the 
reservoir objectives may explain why 
the area has not been explored to date. 


The successes obtained in the foothills 
of Alberta and elsewhere in the world 
in similar geological conditions give 
high hopes of success here. 


5.2) LAND HOLDINGS 


The Taconic Complex region has an 
area of 8644670 acres of which 
6,385,670 acres are under licence. 


Soquip’s land holdings in this region 
consist of 3,559,310 gross acres of 
which 3,241,855 acres are net. They 
are held as follows: 


—An area of 2,515,000 acres in the 
St. Lawrence Estuary between Logan’s 
Line and the north shore of the Gaspé 
Peninsula. This area is part of licence 
No. 209 which was transferred to 
Soquip on June 17, 1970. 


—An area of 196,000 acres south of 
Rimouski representing the northern 
part of a block containing licences 
515, 516 and 389 to 395 inclusively. 
The company “Terra Nova Explo- 
rations Ltd.’ which held an interest of 
50% in these licences assigned its 
interest to Soquip subject to a 
royalty. The southern part of this 
group of licences has an area of 
130,400 acres and is located in the 
Gaspé Trough. 


—A group of licences comprising 
327,200 acres located in the St. 
Lawrence River extend near the 


River Ouelle downstream from Trois- 
Pistoles. These licences, num- 
bered from 460 to 465 inclusively, 


were obtained on December 11, 1970 
after application with the Department 
of Natural Resources. 


An interest of 50% in licences 441, 442 
and 459 in the St. Lawrence River 
near the Ile aux Coudres and in 
licence 434 south of Lauzon, Québec 
with the remaining 50% held by 
Sisque Ltd. These licences cover 
176,680 acres, of which 38,340 
acres are Soquip’s net land holdings. 


An interest of 35% in licences 433, 
436, 279, 283, 282 in the eastern half 
of licence 435, and in the western 
half of licence 281. These licences 
which were the basis of a joint venture 
between Soquip and Sisque, were 
farmed out on April 19, 1971 to 
Pan Canadian Petroleum Ltd. who 
earned a 30% interest by drilling 
a well on the Island of Orleans. This 
group of licences has an area of 
251,250 acres of which 210,430 
acres are located in the Taconic 
Complex, thus contributing 73,650 
net acres to Soquip’s land holdings 
in this region. 


—An interest of 30% in licences 280 
and in the eastern half of licences 281 
represents a net 27,000 acres to 
Soquip’s land holdings. 


—An interest of 33.3% in licence 507 
near Mont-Louis held by Soquip 
since April 26, 1971, and which was 
farmed out on January 10, 1972 to 
Shell and Northern Oil Explorers and 
each earn a one-third interest in 
exchange for work. This interest 
represents 14,665 net acres for Soquip. 


5.3) EXPLORATION WORK 
IN 1971-1972 


To complete the marine seismic recon- 
naissance program of 1970-1971 in 
the Gulf of St. Lawrence and the 
St. Lawrence Estuary (423 miles in the 
Gulf of St. Lawrence basin, 216 miles 
in the Anticosti basin, and 50 miles in 
the Taconic Complex), Soquip ran this 
year more than 150 miles of marine 
seismic surveys to the north and to the 
east of the Gaspé Peninsula in the 
Taconic Complex. In addition, we have 
obtained the basic data for more than 
100 miles of marine seismic in the 
offshore prolongation of the Taconic 
Complex by virtue of our partnership 
with Amoco in the Gulf. Interpretation 
on the combined data from these 
surveys is in progress. 


Within the framework of the farm out 
agreement between Soquip and Sisque 


Ltée to Pan Canadian Petroleum Ltd 
(formerly Canadian Pacific Oil and 
Gas Ltd), this latter company ran more 
than one hundred miles of marine 
seismic surveys in the St. Lawrence 
River downstream from the Island of 
Orleans. 


Surface geologic work of 8 party-weeks 
was done on the Mont-Louis licence 
no. 507 and on licences south of 
Rimouski nos. 515, 516 and 389 to 395. 
On these last licences, Soquip ran 21 
miles of land seismic surveys preceded 
by experimental tests. 


The interpretation of the seismic data 
obtained by Soquip in 1970-1971 on 
the Island of Orleans permitted the 
mapping of a closed structure which was 
drilled to a depth of 5950 feet by 
PanCanadian Petroleum Ltd in the 
autumn of 1971. This well encountered 
only non-commercial quantities of gas 
and was abandoned, but it however 
gave valuable stratigraphic information. 


6) THE SAINT-LAWRENCE 
LOWLANDS 


ST - LAURENT 


I.du PRINCE 


Total area in Québec: 
3,817,916 acres 


Area under licence: 
2,280,556 acres 


Land holdings of Soquip (gross): 
241,680 acres 


Land holdings of Soquip (net): 
148,642 acres 


6.1) PAST EXPLORATION 
HISTORY 


Natural gas has long been known in the 

overburden and sedimentary bedrock 

of the Lowlands. Farmers drilling for 

water have fround and used such gas. 

Since 1880, some 158 wells with 

ae greater than 500 feet have been 
rilled. 


Of these 158 wells, only 21 reached the 
Precambrian basement and only four- 
teen (14) have tested the entire section 
as seven wells were drilled where the 


Potsdam objective was missing. The 
main objectives of the Lowlands are the 
Trenton, Black River, Chazy and Beek- 
mantown carbonates and the Potsdam 
sandstone. Production in fractured or 
weathered basement is not excluded 
where the structure is favorable. 


Considering the 5,900 square miles of 
this basin, only one well has been 
drilled for each 38 square miles, and 
because many of the wells are grouped 
together, there are large undrilled areas 
between wells. For example, 20 wells 
are grouped in an area of 16 square miles 
6 wells in another area of four square 
miles, 6 wells in another area of one 
square mile, and 5 others in an area of 
half a square mile. The average drill 
depth of the wells over 500 feet is 
approximately 2,850 feet which is 
obviously short of most objectives in the 
Lowlands except north of the St. Law- 
rence River. 


Since 1970, five deep wells have been 
drilled and other wells are planned in 
the area. This activity is the result of 
seismic surveys which have indicated 
large structures previously unknown 
from surface geological work. The 
economics of oil and gas, close to large 
cities and industries, have undoubtedly 
made this region attractive for continued 
exploration work. 


6.2) LAND HOLDINGS 


The St. Lawrence Lowlands platform 
region has a total area of 3,817,916 
acres of which 2,280,556 acres are 
under licence. 


Soquip’s land holdings in this region are 
241,680 gross acres and 148,642 net 
acres held as follows: 


— 67,850 acres of licences 253 and 344 
north of Lake St. Pierre which were 
acquired from Québec Oil and Gas 
Inc. on May 6, 1971; 


—a 50% interest in 15,010 acres of the 
western part of licence No. 435 held 
by Soquip through the agreement 
dated July 9, 1970 with Sisque Ltée; 


—an interest of 50% in the Permits 252 
and 238 which cover Lake St. Pierre 
and in licence 243 south of the lake. 
At the beginning of the report year, 
Soquip had earned a 25% interest in 
licence 243; this interest has been 
increased to 50% on the three licences 
as a result of the drilling of a well by 
Soquip this year. This interest brings 
59,000 net acres to Soquip’s land 
holdings; 


—an interest of 35% in licence No. 436 
which is part of the group of licences 
in the Taconic Complex near Québec, 
in which Sisque Ltée holds a 35% 
interest and PanCanadian Petroleum 
Ltd has earned a 30% interest. 


6.3) EXPLORATION WORK 
IN 1971-1972 


Soquip undertook a shallow marine 
seismic program using the Sonar- 
Boomer technique in northern and 
eastern Lake St. Pierre (licences 338 
and 252) to map structures similar to the 
Pointe-du-Lac gas field. A structure was 
discovered which may contain gas 
reserves in the Champlain series equiva- 
lent to those of Pointe-du-Lac. A 
technical and economic study is in 
progress. 


A party of geologists worked in the field 
during the 1971 season south of Lake 
St. Pierre. A geochemical study was 
made over the same terrain so as to 
evaluate its petroleum potential. 


The interpretation of the seismic data 
obtained by Soquip in 1970-1971 
permitted the mapping on licence 243 
of an important structure in the region 
between Nicolet and Baieville. The well 
“Soquip-Laduboro Baieville No. 1° was 
drilled on this structure to Precambrian 
basement at a depth of 4,280 feet. This 
wildcat well encountered only a non- 
commercial quantity of gas and was 
abandoned. The well nevertheless fur- 
nished valuable stratigraphic — infor- 
mation. 


The re-interpretation of our seismic data 
has highlighted a new trap capable of 
containing gas. We hope to drill this 
structure when our resources will permit. 


SOQQUIP (Chapter 36 of 1969 Laws) 
BALANCE SHEET 


MARCH 31, 1972 


ASSETS 


CURRENT ASSETS 
Cash 


Term deposits and accrued interest 
Accounts receivable 


FIXED ASSETS at cost (Note 1) 
Petroleum and Natural gas properties 


Other assets 
Less accumulated depreciation 


DEFERRED CHARGES (note 2) 


Signed on behalf of the board 


BERNARD CLOUTIER, president 
FERNAND GIRARD, secretary 


1971 

$ 

61 495 

2 23eGin 


2 878 
2 357 044 


634 144 
48 956 
10 540 
38 416 


672 560 


153 655 


3 183 259 


LIABILITIES Ryness 
Coes 1971 
CURRENT LIABILITIES Ee ieeeran ee ren $ 
Bank overdraft ee a Oe a 
Accounts payable and accrued charges 163:259 
aaah alee es 183 259 
rebate oy 
ba eer EA 
SHAREHOLDER’S EQUITY iit capi fey 
CAPITAL STOCK Fiat Bate tereana 
Authorized and subscribed — Sn eee MT 
300,000 shares of a par value of $50 each DO DCOAR iin Stee 
Issued and paid — Rater tie Poet 
90,000 shares, of which 30,000 issued in 1972 ' 4500000 #3000000 
14640215 = 3.183 259 
Ber iaee ec 
aay Se 


SOQQUIP 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED MARCH 31, 1972. 


SOURCE OF FUNDS 


Issue of shares 1 800 000 


Associates’ share of exploration costs 2 607 

1 802 607 

APPLICATION OF FUNDS 

Capitalized exploration costs 634 144 = 
Exploration carried out for associates 2 60}-o 3 
Acquisition of other fixed assets 38 191 = | 
Deferred charges 127 846 ef | 
Less: depreciation (10540) 


792 248. 


CHANGE IN WORKING CAPITAL 
1 010 359 
2173 785 


Increase (decrease) in working capital 
Working capital at beginning of year 
Working capital at end of year 


SOQUIP 


NOTES TO FINANCIAL STATEMENTS AS AT MARCH 31, 1972 
NOTE 1 — FIXED ASSETS 


Petroleum and natural gas properties — 


The Company is in the exploration stage and capitalizes or defers all expenses 
related to oil and gas exploration or administration. The Company is deemed to 
have realized no profit and to have sustained no loss; accordingly no statement of 
profit and loss is presented. 


The cost of petroleum and natural gas properties comprises: 


March 31, 1971 additions March 31, 1972 

Acquisition of rights 2 S50 173 288 205 621 
Geological work 27 467 120 641 148 108 
Geophysical work 574 344 775 569 1 349 913 
Drilling — 259 342 259 342 
634 144 1 328 840 1 962 984 


Other fixed assets — 


Depreciation of other fixed assets is computed on the reducing balance method at 
generally recognized rates. 


NOTE 2— DEFERRED CHARGES 


The deferred charges comprise: 


March 31, 1971 additions March 31, 1972 

General and administrative 
expenses 301 827 392.9741 694 798 
Depreciation 10 540 18 702 29 242 
Si230/ 411 673 724 040 

Less: 

Income from investments £08: S12 186 826 345 538 
Miscellaneous income — 10 344 10 344 
158 712 197 170. 355 882 
Deferred charges 155°655 214 503 368 158 


NOTE 3— COMPARATIVE FIGURES 


Amounts for the year ended March 31, 1971 have been recast to conform to the 
1972 presentation. 


AUDITOR-GENERAL’S REPORT TO THE SHAREHOLDER 


In accordance with section 18 of the Québec Petroleum Operations Company 
Act — SOQUIP, | have examined the balance sheet of the company as at March 31, 
1972 and the statement of source and application of funds for the year then ended. 
My examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as | considered necessary 
in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the 
Company as at March 31, 1972 and the source and application of funds for the year 
then ended, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Gérard Larose, C.A., 
Auditor-General. 


Québec, June 9, 1972. 
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